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HUD to Continue Support o ing Demonstration 


HUD has made a commitment to continue to work with the Farmers Home Administration (FmHA) to 
support the continuation of the Rural Cooperative Housing Demonstration (RCHD). The commitment 
is part of the action agenda of the Small Community and Rural Development Policy announced by the 
President on December 20, 1979. 


The purpose of the RCHD is to demonstrate the viability of housing cooperatives for small groups of 
low-income rural families and to establish a delivery system providing assistance in establishing and 
supporting new housing cooperatives. During FY 1980, FmHA supported the RCHD in California, the 
Southwest and the Southeast through a grant with Rural America on behalf of a consortium conducting 
the demonstration. The consortium includes Rural Community Assistance Corporation, the 
Federation of Southern Cooperatives and the National Council of La Raza. 


HUD recently signed a grant to assess the demonstration and to provide support for the consortium to 
continue the demonstration during fiscal years 1981 and 1982. 


The HUD agreement also provides for a fourth location in Vermont to begin in FY 1980. 


The President’s Small Community and Rural Development Policy advocates better human services and 
opportunities for all residents of rural America. Announced after more than two years of consultation 
with representatives of rural areas, it is intended to serve as a counterpart to Mr. Carter’s National 
Urban Policy, bringing the resources of selected Federal agencies to bear in improving housing, health, 
water and sewer systems, education, employment, economic development, transportation, 
communications, energy availability and the environment for rural residents. A key part of the policy is 
a mandate that housing for the elderly have social services on the premises. 


HUD Ends Temporary FHA Interest Rate for Home Builders 


A temporary 14 percent interest rate ceiling established to provide financial relief to builders carrying 
unsold homes at excessively high construction loan costs has been ended. HUD Secretary Moon 
Landrieu said the higher rate was no longer necessary and reduced it to the current 11.5 percent ceiling 
for FHA-insured single-family home mortgages. Secretary Landrieu said the action was taken in 
response to rapid changes in money market rates over the past month, a period in which FHA’s own 
maximum allowable rates for single-family mortgage insurance dropped 2.5 percentage points to the 
current 11.5 percent level. 


‘*At the time the 14 percent rate was established,’’ Landrieu said, ‘‘builders were forced to carry their 
unsold inventory at extremely high construction loan costs — 17 percent or higher — and our intent was 
to offer them permanent FHA- insured financing at the special 14 percent level.’’ He said that many 
builders would have suffered severe financial losses had they been forced to pay the extremely large 
discounts then required to close loans at a rate less than 14 percent. 








HUD Funds for Disaster Spark Community Involvement 


A self-help program in a central Texas community hit by a tornado last year has sparked a partnership 
between a relief agency, the Federal and local government, and may become a model for other cities 
facing similar crises. 


Interfaith Disaster Service and the city of Wichita Falls, Tex., have received pledges of volunteer labor 
whose value matches the $2.4 million community development disaster assistance awarded by HUD 
earlier this year. In addition to recruiting volunteers, most of the grant has been used to buy building 
materials and to construct an estimated 150 houses for displaced low- and moderate-income families 
who did not qualify for other types of Federal aid. Some of the funds also will go to leverage Small 
Business Administration loans and other local funding for a solid waste plant, emergency street 
improvements, building code enforcement, and traffic control installation. 


HUD Secretary Moon Landrieu said: ‘“Working as partners with the Federal Government through 
available programs, the people of Wichita Falls have taken the initiative and have shown the benefits of 
solving problems together.’’ The campaign to solicit volunteers has led to friendly competition between 
members of the local business community and private clubs to get involved in the rehabilitation of the 
town. An additional 1000 volunteers are expected to be in town shortly to assist with the rebuilding. 


The tornado struck in April 1979, ripping through densely populated areas and destroying 22 percent of 
the housing stock. 


HUD has also made available more than $2 million in grants to Pike County, Ky., and the State of 
Alabama to assist in flood recovery efforts. Pike County was awarded $883,900 to relocate 59 families 
outside the floodplain and to rehabilitate and floodproof 80 additional households damaged by flash 
floods last July. Alabama was awarded $1,189,000 for recovery and redevelopment efforts in the coastal 
counties of Mobile, Baldwin and Escambia. 


In announcing the awards, HUD Assistant Secretary for Community Planning and Development Robert 
C. Embry said: ‘‘Once again the Federal Government joins forces with local jurisdictions and the private 
sector to make certain that all Americans have suitable living conditions.’’ The funds, from the 
Community Development Block Grant program, had been previously allocated for projects no longer 
feasible or eligible for assistance. 


HUD?’s Inspector General Saves Millions in Tax Dollars 


HUD Secretary Moon Landrieu reports that the agency has recovered more than $11 million during the 
first six months of this fiscal year as a result of audits by the Office of the Inspector General (OIG). 


In a semi-annual report submitted to Congress, the Inspector General said the money came from 
program fund recipients who were required to make restitution based on audit findings involving 
inappropriate expenditures. During the six month period, the Inspector General referred 433 investiga- 
tive cases for possible prosecution and 89 persons or firms doing business with HUD were indicted 
and/or convicted. 


In forwarding the report to Congress, Secretary Landrieu said: ‘‘The close, cooperative working 
relationship that has evolved between HUD and the OIG over the years has served the public and the 
Department well. The findings of the OIG enhance managements effectiveness and the implementation 
of its recommendations remain a high priority. The Department welcomes the work of the Inspector 
General in helping to improve overall management and to prevent and detect fraud and abuse. 


The report also describes the progress being made on a number of recent fraud control measures by the 
OIG and HUD’s Committee on Fraud, Waste and Mismanagement. These include a fraud vulnerability 
assessment system for all new or substantially revised HUD programs, a review of the agency’s 
monitoring systems and procedures, a guide to assess management controls in the Department, and the 
issuance of fraud information bulletins to employees. 


SAHOP Plans Fall Housing Seminar 


Representatives of the Secretariat of Human Settlements and Public Works were in Washington 
recently to attend a workshop on residential solar energy programs in this country. Under the United 
States-Mexico Bilateral Agreement, plans were discussed for other activities including a housing 
seminar in the Fall and possible coordination between HUD and the Department of Energy (DOE) for 
additional solar energy activities. A HUD representative visited Mexico City in May to conduct a 
workshop for Mexican officials of SAHOP who will be involved in environmental assessment. The 
representative also met with Mexican and National Environmental Policy Act officials to assist with the 
design of a joint Mexico-UNEP project which will study the environmental impact of urban 
development in the Mexico City Area. 


First-Time Home Buyers affected by Inflation 


An extensive study by the U.S. League of Savings Associations indicates that inflation in the costs of 
buying a home is having a substantial impact on first-time home buyers. The report says that the median 
prices for homes were $58,000 in 1979, an increase of $14,000 over 1977 prices. These prices, the 
League notes, have had a significant impact on the percentage of first-time home buyers, but at the same 
time have had little effect on the ability of homeowners to purchase homes. In 1977, 36 percent of the 
home buyers were purchasing a home for the first time. Only 18 percent of those who bought homes last 
year were purchasing their first home. 


Thus, the report says, that while the over-all market was strong last year, ‘‘inflation has a particularly 
damaging impact on the housing market. What emerges is a situation in which the buyer must face 
higher home prices, downpayments and monthly housing expense, while at the same time experiencing 
a restricted flow of mortgage credit. Inflation thereby produces a particularly distressing environment for 
first-time home buyers.”’ 


Because homeowners can use the higher value of their current home in affording a new one, buyers who 
already own a home face a far less grim situation, the report says. Repurchasers took an average of 
almost $31,000 in equity out of their homes and used two-thirds of that as downpayment on another 
home, according to the study. 


It also indicates that: 


® more and more home buyers are abandoning the rule of thumb that consumers should spend no more 
than 25 percent of their income for housing; nearly 46 percent of home buyers in 1979 violated this 
traditional guideline, compared to 38 percent two years earlier; 


@ more than half of the homes were purchased by families with two incomes; 


© atypical home buyer must budget $550 for monthly housing expenses, a 37 percent increase over the 
$400 required two years ago; and 


© San Francisco is the urban area with the highest housing costs, Los Angeles is second and 
Washington, D.C. , third. Generally, prices for homes are higher in the West and in large urban areas. 


The League’s report, Home Ownership: Coping With Inflation, was based on more than 14,000 
conventional mortgage loans selected at random from savings associations across the Nation. 


Cincinnati Considering Law to Combat Housing Displacement 


The city of Cincinnati is considering a proposed measure designed to combat housing displacement 
problems for the inner-city poor. Under the proposal, developers who receive city assistance will be 
required to obey provisions which seek to minimize displacement and to compensate evicted tenants 
where displacement does occur. When the sale of a building is imminent, a key provision would give 
tenants the right of first refusal to buy the structure and, once redevelopd, the right of first refusal to 
re-rent their old units. The landlord of a redeveloped apartment building would be obligated to rent at 
least 30 percent of the units to persons participating in HUD’s Section 8 program, provided such a 
demand existed. 





Nuggets 


HUD has offered more than $47 million in special assistance to 44 small, distressed communities to help 
build their tax bases, create new jobs and revitalize their commercial areas through the Urban 
Development Action Grant (UDAG) program. The $47 million investment is backed by $339,736,000 
in private investments, and will enable 44 joint public-private development projects to get underway. 
The projects, in turn, will create 7,918 new permanent jobs in the private sector, retain 2,744 others and 
open up 3,756 construction jobs. 


The San Francisco Regional Office reports that the State of Nevada Housing Division has successfully 
marketed $30 million in bonds to finance some 500 single-family home mortgage loans throughout the 
State. The loans will carry an interest rate of 9.5 percent and will be available only to low- and 
moderate-income residents. Both new construction and existing homes may be purchased under the 
program. 


The Missouri Housing Development Commission (MHDC) has approved construction financing for a 
300-unit, Section 221(d)(4)/Section 8 project in the City of St. Louis. Construction is scheduled to begin 
in early July. A debate concerning the most cost effective utility system for the project was resolved 
when the Kansas City Regional Office decided on using all-electric utilities. 


The Dallas City Council has approved a community development plan for 1980-1981 that includes $1 
million for security at Dallas Housing Authority projects. The Council plans to request that HUD 
waive regulations that would prohibit the use of the money for this purpose since some of the projects are 
not in neighborhood strategy areas. 


Nearly two-thirus of Detroit’s 360,000 homeowners have been notified that their property taxes will be 
increased this year, generating some $6 million in additional revenue for the city. The increase will 
average about 7 percent per household, but some neighborhoods will face hikes as high as 8 percent. Taxes 
increased by 6 percent last year, the first time property assessments went up since 1967. Many of the 
homeowners have protested the increases, calling them ‘‘unfair’’ and ‘‘outrageous.”’ 
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